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BENNY WAMPLER: Good norning. M nane is Benny

Wanpler. |1'mDeputy Director for the Virginia Departnent of
Mines, Minerals and Energy and I'm Chairman of the Gas and 0Oil
Board. Let ne tell you that the acoustics in here...only those
of you in the back of the roomcan tell how good or how bad they
are. These microphones are just recording devices. They’re not
amplifiers. So, I’'d encourage you to seat...feel free to move
your chair to where you can hear, if you can’t hear. As we're
talking, we will all try to speak up enough so that you can hear
us today. |'Ill ask the Board nenbers to introduce thensel ves,
starting with Dennis.

DENNI S GARBI S: My name is Dennis Garbis. I’'m from

Fairfax County and |I'm a public nenber.

CLYDE KING My nane is Clyde King. I’'m from Washington

County and I'm a public member.

BILL HARRIS: |I'mBill Harris fromWse County a public

menber.

SANDRA RI GGS: I'm Sandra Riggs with the office of the

Attorney General.

MAX LEWS: Max Lewis, a public nenber from Buchanan



County.

MASON BRENT: My nane is Mason Brent. |'mfrom R chnond

and | represent the Gas and G| Industry.

TOM FULMER:  Tom Ful ner, Departnment of M nes, Mnerals

and Ener gy.

BENNY WAMPLER: The first item on today’s agenda, the

Board wi Il consider an appeal filed by Sarah Horn Day to the
deci sion rendered by the Director of the Division of the Gas and
Ol on an informal fact finding hearing. This is docket nunber
VGOB- 98- 03/ 24- 0640. We’d ask the parties that wish to address
the Board in this matter today to cone forward at this tinme and
i ntroduce yourselves for the record, please.

BRYAN SLAUGHTER: Good norning. M nane is Bryan

Slaughter. I'm a lawyer with Michie, Hamlett, Lowry, Rasmussen &
Tweel. We’re a firm in Charlottesville, Virginia. Miss Day,
woul d you like to introduce yourself.

SARAH HORN DAY: Sarah Day.

MARK SWARTZ: I'm Mark Swartz. I'm here with Les

Arrington and C aude Morgan.

BENNY WAMPLER: You may proceed, M. Slaughter.

BRYAN SLAUGHTER: Ckay.

MARK SWARTZ: |If | mght just...there are two pooling

applications on the docket today that pertain to this appeal, |



suppose, in a fairly direct sort of way. They’re items three and
four on the docket pertaining to unit S-36 and T-36, and M ss
Horn’s appeals pertain to permit applications within those units.

| would think that it would nmake sense for the Board to be aware
of that and maybe take those up, if there’s not an objection, in
the course of this appeal hearing.

BRYAN SLAUGHTER: I don’t have an objection. Not at

all .

BENNY WAMPLER: Do you have a specific suggestion that

we go to those?

MARK SWARTZ: Well, I don’t want to preempt Mr.

Slaughter. I mean, you know, I feel it’s his appeal and...but I
certainly wanted himto be aware of the fact that right behind
hi m on the docket and now, | guess, sort of in this procedure,
there is literally going to be a...you know, we tal ked sone at
the permt hearing---.

BRYAN SLAUGHTER: Un- huh.

MARK SWARTZ: ---about the fact that because his client

was asserting a claim that it was a conflicting claim that it
woul d be necessary to pool and we have in fact done that, or at
|l east filed the application.

BRYAN SLAUGHTER: | think the sane issues are going to

be raised in each one. So, it’s fine with me.



BENNY WAMPLER Ckay.

BRYAN SLAUGHTER: | mean, if the Board has no

objection, but if it would like to do it as they come up, that’s
fine al so.

BENNY WAMPLER: It may be good just to nove to the

pooling applications then if that’s okay with you?

BRYAN SLAUGHTER: Well, we’d like to address some of the

permtting also, if that’s okay.

BENNY WAMPLER: That’s fine. That’s fine.

BRYAN SLAUGHTER: Ckay.

BENNY WAMPLER: Wl |, we'll go ahead then and address

the nmatter that we have before us.

BRYAN SLAUGHTER: All right. How would the Board |ike

to...would it like to hear testinony fromM ss Day or would you

just like to hear fromne? How would you like this procedure to

wor k?

BENNY WAMPLER: That’s...that’s up to you on whether or
not to---.

BRYAN SLAUGHTER: Ckay. | didn't know if there were
any- - - .

BENNY WAMPLER. ---if you do plan to have her testify,

you need to have her sworn in is the only thing that we’d ask.

BRYAN SLAUGHTER: Okay. Al right. | would like to




have her testify if you could swear her in.

SARAH HORN DAY

havi ng been duly sworn was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SLAUGHTER:

Q Mss Day, if | could ask you a few questions.
Did you receive a deed from Pocahontas Gas Conpany stating

that...that showed a certain tract that they were going to

pool .. .where they were going to pool gas out of that tract?

A Yes, | did.

Q Ckay, and to your know edge, what tract of |and
was t hat ?

A That was called on the deed as the A d Hone
Pl ace.

Q Ckay, how do you---7?

A The Stilwells.

Q How do you know it was the O d Hone Pl ace?

A It was witten in the deed.

Q Ckay. And that is because it said the Stilwell
Hone?

A Hone Pl ace, yeah.

Q Ckay. ay, and are you aware of the...the



property...the actual property in which the gas conpany wants to

drill?
A Yes, | am
Q kay. Is that the sane as the A d Hone Pl ace?
A No, it is not.
Q kay. And is it true that the A d Hone Pl ace
deed showed the coal...showed the severance of the coal to the

McQuire/ Hurt heirs, is that right?

A

Q
severance of the
wants to drill?

A

o >» O > O

t hat coal ?

A

Ri ght .
Ckay, but you have seen nothing that shows the

coal on the property in which the gas conpany

No.

No, you have...you---7?

| have not seen the---.

Ckay.

---where they wanted to drill...the actual well.

Ckay. So, as far as you are concerned, who owns

| believe the Horn heirs own the coal.

BRYAN SLAUGHTER: Ckay. For now, | will have sone

ot her questi ons,

now that i s our

| believe, of the Pocahontas representative. For

position, that they have not...the deed that they



presented in their application was not the actual deed that
they...that was not the deed for the |land that they wish to dril
on...upon.

CLYDE KING M. Chairman, | have a question, please?

BENNY WAMPLER. M. Ki ng.

CLYDE KING Is this...is this the property |ocation or

is this---?

BRYAN SLAUGHTER: | believe so, sir.

CLYDE KING Can you identify what you were tal king

about, the A d Hone Place on this?

BRYAN SLAUGHTER: Well, I can’t identify the 0ld Home

Pl ace because | was just going fromthe deed that was given to
M ss Day by the gas conpany. That is not in the record, or at

| east | have not seen it in the record. | do not believe |I have
the entire application.

SANDRA RI GGS: Are we tal king about tract 2-A on the

tract identification sheet?

BRYAN SLAUGHTER: M ss Day would |like to al so...

believe so that it is, 2...it is the two, Exhibit A and Exhibit

B. There are only 2-Js as one---.

SANDRA RI GGS: 2-J7

CLYDE KING Is it J or A?

MARK SWARTZ: J as in John




BRYAN SLAUGHTER: J as in John.

CLYDE KI NG Ckay.

BRYAN SLAUGHTER: M ss Day would also like to explain to

the Board how the land |ays in her area.

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY BRYAN SLAUGHTER

Q Tell a little bit about the history of your
famly on that land, if you woul d?

A | was raised on part of the |and where they are
wanting to drill the wells. Well, where my great grandfather’s
old hone place was, there was what you call a spur, if you get
any indication what I’'m talking about, and then a gorge. Then
t here was anot her spur, another gorge, and then the next spur is
where they’re wanting to drill the well.

Q And the initial piece of land that you are

tal king about is the old hone place, which is---7?

A The first spur.
Q Ckay.
A So, there are three spurs there, two gorges,

beside the first spur is the old honme place up there.
Q And that is the deed that you saw given by the

gas conpany initially?



A Ri ght .

MASON BRENT: How many property deeds are involved in

this whole tract?

BRYAN SLAUGHTER: I believe it’s...Mr. Swartz...I think

they woul d be able to answer better the total nunber better than

| woul d.

MARK SWARTZ: There is a large coal tract that is the
severance deed at issue with these heirs. It’s...I think, a 143
acre severance deed, severing the coal. It is a nmuch |arger

tract than the tracts...the tract three in T-36 and the tract 2-J

in...in S36. | nmean you can see those are fairly small tracts.
The severance deed, as is typically the case, you know, wll be
way back in time and the tracts are nuch larger. So, | nmean we

have...we brought with us today... M. Arrington wll be talking
about it, but we have a map of the...of the coal tract, the 143
acre tract, which is a pretty big portion of one of these. You
know, it is not so |arger portion of another, giving the way it
lays. But there is no way that the surface tracts and the oi

and gas tracts, that the Linkous Horn heirs are tal king about are
going to match this because they are little pieces of this coa
severance tract. So, you are not going to be able to over |ay
them they were subsequent conveyances, obviously.

BENNY WAMPLER. M. Sl aughter, do you have any objection

—10-



now havi ng heard that representation to go forward, and let M.
Swartz go forward with the two pooling applications, which woul d
get all of this on evidence.

BRYAN SLAUGHTER: I don’t have an objection.

BENNY WAMPLER: W& will withhold, if that is okay with

the Board, any ruling as to permt appeal.

BRYAN SLAUGHTER: Ckay.

BENNY WAMPLER: And cone back to that.

BRYAN SLAUGHTER: Ckay.

BENNY WAMPLER: | believe that will allow you to get al

the evidence in the record that you have a question about. It
may answer sone questions, hopefully, and allow you then to cross
examne. |Is that suitable to you?

BRYAN SLAUGHTER: Okay, that is fine.

MARK SWARTZ: M. Arrington needs to be sworn.

BENNY WAMPLER: | need to call it.

MARK SWARTZ: Ch, okay, | amsorry, | thought we had

done that.

BENNY WAMPLER: No. Are you suggesting that we go ahead

and call both?

MARK SWARTZ: Yes, please.

BENNY WAMPLER: Okay, we’re going to go ahead and

suspend any deci sion on the permanent decision at this point in

-11-



time, and go ahead and call the next two docket itenms for---.

The Virginia Gas and Ol Board will consider a petition from
Pocahontas Gas Partnership for pooling a coal bed net hane unit
identified as T-36, docket nunmber VGOB-98-03/24-0625, and coal bed
met hane unit identified as S-36, docket nunmber VGOB-98-03/24-
0626, and we would ask the parties that wish to address the Board
in those matters to cone forward as this tine.

MARK SWARTZ: I'm Mark Swartz on behalf on Pocahont as

Gas Partnership, Les Arrington, and perhaps C aude Morgan.

BRYAN SLAUGHTER: May | ask if the permt hearing appeal

is granted, then there is no...then you do not go to the pooling
part, 1is that correct? Don’t you have to be permtted before you
can pool ?

BENNY WAMPLER: Separ ate acti ons.

BRYAN SLAUGHTER: Which I realize it’s separate, but

isn't it...traditionally, doesn't the Board usually do the
permtting before the pooling?

BENNY WAMPLER: No, sir.

BRYAN SLAUGHTER: Al |l right.

BENNY WAMPLER: | just need you to identify yourself and

her nane for the record.

BRYAN SLAUGHTER: | amsorry. M nane is Bryan

Sl aughter, | amthe | awer of Mchie, Hamett, Lowy, Rasnussen,
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and Tweel, and---.

BENNY WAMPLER: Again, for the record.

SARAH DAY: Sar ah Day.

BENNY WAMPLER: And if you would, just rem nd your

W tnesses that she has al ready been previously sworn, just trying
to keep a record. And M. Swartz, you want to go ahead and help
your w tnesses sworn---.

VMEMBER OF AUDI ENCE: Excuse ne. Can we have everybody

speak up a little bit, so we can hear, please.

BENNY WAMPLER: W& will do our best.

MARK SWARTZ: Rat her than give you exhibits pieceneal,

we W ll just give you the collection at one tine here.
(Exhi bits are handed given to Board Menbers.)

BENNY WAMPLER. You need to have your w tnesses sworn.

(Wtnesses are duly sworn.)

LESLI E K. ARRI NGTON

QUESTI ONS BY MARK SWARTZ:

Q Les, can you state your nanme for the record,
pl ease?
A Leslie K Arrington.
And who do you work for?

A Consol i dati on Coal Conpany.

- 13-



Q And is...in the course of your duties, is one of
your duties to prepare pooling applications, notices of hearings,
and related exhibits for the Pocahontas Gas Partnership?

A Yes, it is.

Q Did you in fact prepare the notices of hearing,
the applications, and the related exhibits for units T-36 and
S- 367

A Yes, | have.

Q And have you passed out a packet of additional
exhi bits this norning?

A Yes, | have.

Q And have we al so given the board a revised
Exhibit A page two with regard to unit S-36? You haven’t done
t hat ?

A Not yet.

Q Ckay. Al right. W need to do that.

(Hands Board Menbers a revised exhibit)

BENNY WAMPLER: Les, do you have anot her one?

LESLI E K. ARRI NGTON:  Yeah.

MARK SWARTZ: G ve each one of them Yeah. Let’s

start alittle differently because of the fact that we have an
appeal than we normally would. Wat | would like to do is direct

your attention to this...this map that we’ve passed out to the

—14 -



board t oday.

Q Is this a map of the...the coal severance tract?
A Yes, it is.
Q kay, and is this tract...the coal under this

tract in both applications owned by, under the terns of the
severance deed, the McQuire and Hurt heirs?

A Yes, it is.

Q kay. And is a portion of the surface and/or
oil and gas of this tract owned by sone of the Linkous Horn
hei rs?

A Yes, it is.

Q Ckay. And is a part of this large coal tract in
both of the units that we are tal king about today?

A Yes, it is.

Q Ckay. If we ook at these plat naps that are in
your applications, there should be one in each, if we | ook at the
map of...the plat map for S-36. Okay?

A Uh- huh.

Q Ckay, and | have tried to outline it in pen, |
don't know if you all can see it, but is what I’ve outlined in
pen on the plat map for S-36, the top portion of the coal tract?

A Yes, it is.

Q You see how that matches? So, if you use these

- 15—



exhibits together, the well plat for S 36 and the | arger map of
the coal severance tract that we’ve given you today, you can see
that the upper portion of the coal tract lies in this
configuration in S-36, okay? And then if you turn to the sane
exhibit in the T-36 unit, you will notice that the | ower
portion...you can match up...well, on this one, you can match up
these lines. 1It’s pretty easy to see them, but the lower portion
of the tract then catches the T-36 unit. Just to give you sone
i dea of how this coal tract relates in the severance deed...
relates to these two units.

M. Arrington, with regard to this coal tract, before
you prepared the pooling applications, before you sought a permt

application or permt applications, did you have soneone do title

research?
A Yes, we did.
Q Ckay, and was that a law firmout of Tazewell?
A Yes, it was.
Q Who was that?
A Al tizer, Walk, and Wite.
Q Ckay, and did they in fact do title...coal title

for the tract, the larger?
A Yes, they did.

Q Ckay, and did they also do a oil and gas title?

- 16 -



A Yes, they did.
Q And in the course of doing that oil and gas
title, did they identify the Linkous Horn heirs as having sone

oil and gas interest in these units?

A Yes, they did.

Q And did they also do surface---7?
A Yes, they have.

Q ---inquires?

A Uh- huh. Yes, they have.

Q Ckay. Wth regard to the |ocation of the wells,
which...and the frac wells are actually shown on the well plats
in the applications, correct?

A They are.

Q s it true that neither well is in fact |ocated

on tracts owned by the Linkous Horn heirs at this point in tinme?

A On their surface?

Q On their surface.

A That is correct, they are not.

Q They are not. |If you just...with regard to T-

36, for exanple, the Linkous Horn heirs surface is which tract?

A T-36, just a mnute...2-J.
Q Now, that is in which?
A This is it.

- 17 -



That is on T-36.

A W are mssing part of that one.

Q Ckay, and the well is being drilled on what
tract?

A T- 36.

Q Ri ght .

A Joe N pper---.

Q Ckay, is who owns the surface?

A ---tract, who owns the surface, that is correct.

Q And in S-36, who owns the surface where the well

is being drilled?

A Harl an Gsbor ne.

Q Ckay. So, in neither case do the Linkous Horn
heirs or the Ms. Day owns surface where the well is being
drilled?

A That is correct.

Q Getting back to the applications now Are both

of these applications for pooling under Cakwood One rul es?

A Yes, they are.

Q Ckay. So, they only involve the drilling of
frac wells at this point?

A That is correct, they do.

Q Ckay, and the applicant here is who?

- 18 -



A Pocahont as Gas Part nershi p.

Q | s Pocahontas Gas Partnership a Virginia General
Par t ner shi p?

A Yes, it is.

Q Are the partners in that partnership
Consol i dati on Coal Conpany and Conaco, Inc.?

A Yes, it is.

Q And in both applications, is Pocahontas Gas
Partnership requesting that someone be designated the Board’s
operator?

A Yes, it is, Pocahontas Gas Partnership.

Q Ckay, is Pocahontas Gas Partnership authorized
to do business in the Coomonwealth of Virginia, is it registered
with the Departnent of Mnes, Mneral, and Energy, and does it
have a bl anket bond on file as required by | aw?

A Yes, it does.

Q In each of the pooling applications and notices,

are the nanes of the people to be pooled listed in the notice of

heari ng?

A Yes, they are.

Q Ckay. And in this instance, was Ms. Day
listed?

A Yes, she is.
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Q Ckay, in both notices?

A Yes.

Q Ckay, and are the people to be pool ed al so
listed in Exhibit B-3?

A Yes, they are.

Q And to the extent that we have addresses for
those fol ks, are they set forth in Exhibit B-3?

A Yes.

Q And is the division of interest on each clai nant

listed in Exhibit B-3 also set forth?

A Yes.

Q As a percentage of the unit?

A Yes.

Q Ckay. Do you want to add any respondents today

or dism ss any respondents with regards to either of these
appl i cations?

A No, we do not.

Q Did you mail a notice of this...of these
applications to all of the respondents that you had addresses
for?

A Yes, we did. W nailed that on February 20th of
' 98.

Q And did you mail everybody |isted on Exhibit B-
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3?

A Yes, we did.

Q Ckay. And have you filed the results of the
mailing wth the Board?

A Yes, we have.

Q So, they can tell by referring to a
certification that you filed today, who picked up the mail, who

returned it, who didn't?

A Yes, correct, we did.

Q Ckay, you filed that this norning?

A Yes.

Q Did you publish public notices in regard to both

of these, you know?

A Yes, we did in the Bluefield Daily Tel egraph on
March 4, 1998.

Q And have you filed certificates of publication
wth regard to those publications?

A Yes, we have.

Q Let’s take Exhibit...lets take T-36 first, in
ternms of interest in the unit. There’s an Exhibit A, page two in
T-36, correct?

A That’s correct, 1t 1is.

Q And the percentage of coal bed nethane rights
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t hat Pocahontas Partnership owns, has | eased, or has previously
pooled with regard to coal owners is what percentage?

A A 100 percent.

Q Ckay, and with regard to oil and gas owners,
what percentage has Pocahontas Gas Partnership acquired by |ease
or otherw se?

A 65. 0547 percent.

Q And how nmuch of the coal under these two units
is...do you have coal |eases for?

A One hundred percent.

Q Ckay, and this application nowwth regard to T-

36, you are seeking to pool zero percent of the coal clains?

A That’s correct.

Q Because you have required | eases?

A Yes.

Q And what percentage of the oil and gas interest

are you seeking to pool ?
A 34. 9453 percent.
Q Wth regard to S-36, have you filed today an

revised Exhibit A page two?

A Yes, we have.
Q There was a m stake in the original one?
A Yes, it was.
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Q kay. Wth regard to Unit S 36, what...what
anount of coal clains to coal bed nethane do you have under | ease
or have you ot herw se acquired?

A We have 100 percent of the coal |eased, and we

have 56. 785 percent of the coal bed nethane | eased fromthat

owner .
Q From coal owners?
A Coal owners.
Q Ckay. Wth regard to oil and gas, what anount

of the oil and gas clains, the coal bed net hane, have you | eased
fromoil and gas owners?

A 11. 07029 percent.

Q Ckay. And what are the interest that are sought
to be pulled by this application pertaining to S 367

A 43. 2125 percent of the coal owner and 88. 92971

percent of the oil and gas owners.

Q Both of these units are eighty acre units?
A Yes, they are.
Q In both instances you are tal king about drilling

a frac well?
A That’s correct, we are.
Q And is the production to cone fromthe Tiller

Seam and bel ow?
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A Yes, it is.

Q Ckay. Basically the pool created by the Gakwood
One rul es?

A Yes, it is.

Q Do you have an Exhibit Cin each of the
applications which is a well cost estinmate?

A Yes, we do.

Q Wth regard to T-36, what is the total estinated
cost of the frac well?

A Two hundred and fifty thousand four hundred and

seventy-five dollars and twenty cents ($250, 475. 20).

Q And what is the projected total depth?

A 2,206 feet.

Q Wth regard to S-36, the projected cost of the
frac well is what?

A Two hundred and forty-five thousand and fifteen

dol | ars ($245, 015).

Q And the total depth?

A 2,075 feet.

Q Did you prepare both of these estimtes?
A Yes, | did.

Q And when did you do that?

A February 17th, 1998.
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Q Wth regard to | ease terns, what are the |ease
ternms that you have offered to people that you have obtai ned
| eases fromand have offered to people that have not agreed to
| ease?

A We offer a dollar per acre rental, with a five

year term with a 1/8 royalty.

Q A 1/ 8 production royalty?
A Production, that is correct.
Q Have your...have your | and people on your behalf

mai |l ed | eases to Linkous Horn heirs and others in the unit?

A Yes, they have.

Q And obvi ously, a good nunber of those people
have el ected not to | ease?

A That’s correct.

Q Wth regard to Exhibit B-3 in terns of going
forward here and paying royalty, or escrowi ng royalty, or
calculating carried interest, or calculating participation
nunbers, does Exhibit B-3 allow a pretty straight forward

calculation with regard to those matters?

A. Yes, sir.
Q Ckay, and essentially you have taken the acreage
of the various tracts that is...are...is contained with the

eighty acre unit?
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That’s correct.
And you have reported that under acres in unit?

Correct.

o > O P

And you have divided the acres in unit by eighty
acres?

A W have, yes.

Q And then you report that as a percent unit in
t he | ast col um?

A Correct.

Q So, if for a royalty stream percentage, that
woul d be the percentage you woul d apply, a carried interest
percentage, or a participation percentage?

A Particip...yeah, that is correct, it would be.

Q And you have done that for Exhibit B-3 with
regard to both of these?

A We have.

Q And there is also an Exhibit E which lists

conflicting owners and cl ai mants?

A That is correct, it does.

Q Whi ch woul d require escrow?

A It would require the royalty to be escrowed.
Q Ckay. And in this particular situation just

dealing with Mss Day and the Linkous Horn heirs, is there...do
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t hey have a conflicting claimthat you report?

A Yes, they do.

Q Ckay, and they are in fact listed on Exhibit E?
A Yes, they are.

Q Okay. And you would anticipate that the board

order would require that their interest be escrowed?

A Yes, we woul d.

Q Lastly, have you submtted as Exhibit F, a
proposed draft order with regard to each of these?

A Yes, we have.

Q Ckay, which contains the basic provisions that
you woul d expect to see in a order?

A Yes, we have.

Q Ckay. The last questions | would have for you,
are whether or not the frac well devel opnent that you proposed

here is, in your opinion, a reasonable way to devel op the coal bed

met hane?

A Yes, it is.

Q Ckay. And obviously the coal owners, the Hurt/
McCQuire...l guess | have got it backwards. The MCGuire/ Hurt

heirs, with regard to this coal severance tract have |eased to
you?

A Their coal, yes.
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Q And they are in favor of coal bed nethane
devel opnment ?

A Yes.

Q And their |ease requires you in fact to pursue
that at sone reasonabl e pace?

A Yes.

MARK SWARTZ: The last things that | would just point

out to the Board, | have handed out just sone portions of...of
the Virginia Gas and G| Act dealing with sone sort of basic
principles of the act. And I think sonetinmes we...because these
i ssues don't cone up all the tine, we may have...tend to | ose
sight of why the law was passed, and basically what I’ve done is
selected a few provisions with regard to construction, wth
regard to duties and responsibilities of the Board, with regard
to pooling, just to kind of refresh everybody’s memory as to the
basic prem se underlying the Virginia Gas and Q| Act; and that
basic prem se essentially was that the | egislature nade a
decision for a lot of reasons that it would rather not del ay
coal bed net hane devel opnent pending title argunents, but would
rather allow that nmethane to be produced and if you | ook at
Section 45.1-361, which tal ks about construction, it says in
general that the provisions of the chapter shall be liberally

construed so as to effectuate the foll ow ng purposes: to foster
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and encourage safe and efficient exploration for and devel opnent
production and utilization, to provide a nethod of gas and oi
conservation for maxi m zing exploration and devel opnent. The
additional duties of the Board, sone of which I |isted here,
i ncl ude fostering and encouragi ng devel opnent, maxi m zi ng
expl orati on, devel opnent, and production, and so forth, and then
lastly I would direct your attention to portions of 45.1-361. 22,
which is the provision, that, specifically the third one down,
whi ch specifically deals with pooling coal bed net hane gas wel | s.
And it is a mandatory provision, if you |look at the statute text
at A it says the Board shall, and | think it drives hone the
principle that the | egislature wanted to effectuate in this
state; and that is, when they are conflicting clains to ownership
and a cl ai mant nmakes an application for pooling, the Board shal
make an appropriate determ nation as to how that are to be pool ed
to allow the production to occur. And that is the whole
basis...the whole basis of the |aw

So, in sumary | would recommend that the Board act
favorably on the two pooling applications, T-36 and S-36. And
that is all | have of M. Arrington at this point.

BENNY WAMPLER:  Any questions from nenbers of the Board

of M. Arrington? Wich of these exhibits do you intend to offer

for the record.
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MARK SWARTZ: All of them

BENNY WAMPLER:  Any obj ection?

BRYAN SLAUGHTER: | don't have any objections to that,

| would lIike to ask questions.

BENNY WAMPLER:  You may ask then, cross exam ne the

W t ness.

CROSS EXAM NATI ON

QUESTI ONS BY BRYAN SLAUGHTER

Q M. Arrington, | guess | am draw ng your
attention to the map that...your exhibit, right in the center it
says Danny MC anahan, you see that?

A Yes.

Q That is...that whole entire part is his tract of
land, is that right?

A That is correct, to ny know edge.

Q Ckay, to your know edge, and he owns the...that
is...there is no, at least fromthis picture, no differentia
bet ween his ownership, at least on this map, is that correct?

A That is correct.

BRYAN SLAUGHTER: Ckay. |If | can show the Board, this

—-30-



is nothing nore than a picture of the two, Exhibit A and Exhi bit
B laid on top of each other, just so it matches up. | believe
this dotted line is the eighty acres, which is the tract of |and.

Q M. Arrington, if |I could showthis to you, |
guess. Do you have any explanation as to why Danny McC anahan in
the top portion, and this is right above here above the eighty
acre line, Danny M anahan here is the owner of the surface and
t he Li nkous Horn heirs are the gas and oil owners? Wereas,
below it’s still the same tract of land that goes through right
in the mddle, Danny Mcd anahan owns the surface oil and gas?

A Yes, we...yes, we caught that m stake...a
m stake there on that tract, and | believe we filed it with M.
Fulmer's Office, I'm not...I can't recall. I know we did make a

m stake on that tract identification.

BRYAN SLAUGHTER: | would | ove to see that.
A Ckay.
Q Do you al so notice the sane m stake has been

made with the Lul a Gsborne?

A On 237

Q Yeah.

A Yes.

Q Ckay, did you actually do this...these title

searches yoursel f?
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and Wiite.

o > O > O

her e?

> O >

Q

m st ake, you are
A

for this plat---.
Q
A

t he m st ake, that

No, the title search was done by Altizer, Walk,

And they made a m st ake here?

No, we did...we done the mapping in our office.
You did the mapping?

Uh- huh.

Okay, you know of any other m stakes that are on

No, other than the Danny MC anahan and the 2-J.
But there could be other m stakes?

There coul d be.

There could be. So, this was not...this

sure, was not done by the Altizer firn®

No, when we drafted our tract identifications

Ckay, this is when you determned that---7?
---that’s when we...yes, that is when we made

is correct.

BRYAN SLAUGHTER: Ckay. M. Fulner, do you have

t he---.

LESLI E

K. ARRINGTON:. Do you have...l can't renenber?

BRYAN SLAUGHTER: Does anyone on the Board have a

question as to what I’'m trying to point out?
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BENNY WAMPLER: | thi nk we under st and.

CLYDE KING | have a question, M. Chairnman.

BENNY WAMPLER. M. Ki ng?

CLYDE KING Wen was this originally done?

LESLIE K. ARRINGTON: The well permt?

CLYDE KING  Uh- huh.

LESLI E ARRINGTON: The well permt. | believe it was
in Novenber of '"97. | believe it was Novenber.
SANDRA RIGGS: |Is the...l guess the question | have, is

the issue that there are parties who are not |listed and nade a
party to these proceedings, or is it just a question of who owns
what ?

BRYAN SLAUGHTER: | think the issue is the accuracy as

to their mappi ng net hodol ogy, and possibly their title search.

SANDRA RIGGS: Well, that is ny question, are we...are

we sayi ng that sonebody didn't get notice of these proceedi ngs or
is it a dispute with respect to the underlying ownership?

BRYAN SLAUGHTER: It's...l believe it is to their

permt. That they have a mstake, on its face, on its very face
intheir permt application. And because of that we can't...they
don't have their |awers here or the people who actually nmade the
maps here, which show--.

SANDRA RI GGS: Wl |, the purpose of ny question is this
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Board doesn't nmake title determnations. So, if what we are
getting tois atitle question, that is one thing. If it is a
notice issue, it goes to notice, then it’s another. You see what
I'm sayi ng?

BRYAN SLAUGHTER: | realize that.

SANDRA RI GGS: Because the Board...the Board cannot neke

atitle determ nation

BRYAN SLAUGHTER: | realize a court of |law needs to

make a titl e deci sion.

SANDRA RIGGS: So, | amlooking...right, exactly.

BRYAN SLAUGHTER: That is right.

SANDRA RIGGS: So, | am |l ooking at whether you are

saying there is a defect in the notice or whether...what you are

saying is that sonewhere within the internal boundaries of that

drilling unit...the internal tracts aren't correct.
BRYAN SLAUGHTER: Yeah. |...l think it is the latter,
that the internal tracts are not correct. I guess what I'm

pointing out is it is the Board’s job to consider the permits and
that the permts need to be in order. And there is sonething on
its face where the permt is not in order.

SANDRA RI GGS: The Board normally would not | ook at a

permt unless it is brought up on appeal here, which is the first

docket itemthat we have here.



BRYAN SLAUGHTER: Okay, okay. Which is what I’'m doing

now, | believe, because we are doing this all at one tine.

SANDRA RIGGS: | thought we were in the pooling. Ckay.

BRYAN SLAUGHTER: No, | have...ny understandi ng was |

could talk to M...he initially---.

SANDRA RI GGS:  Ckay.

BENNY WAMPLER:  We have got themall before the Board.

BRYAN SLAUGHTER  Ckay.

SANDRA RI GGS:  Ckay.

BRYAN SLAUGHTER: Ckay. So, just this...l thought he

initially questioned hi mabout the pool...l nean about the
permtting and then | was going to get a chance to cross exam ne.

SANDRA RIGGS: Al right. OCkay.

BRYAN SLAUGHTER: And that is our position here is that

there is sonething on the face of that application that is not
correct, and while M. Arrington said he has corrected it, that
is not in the record. And that seriously calls into question..

it is Mss Day's position that it calls into question their
entire nmethodol ogy of their permtting process and the accuracy
of that. And until that is rectified, this...the drilling should
not commrence.

SANDRA RI GGS: I guess the reason I’'m confused is I have

read the transcript below, and this was not a issue below. |Is
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this a new i ssue being brought up today?

BRYAN SLAUGHTER: 1It’s...it was not brought up, right,

bel ow, but it is on the face of the permtting application.

SANDRA RIGGS: | thought the issue bel ow was whet her or

not the permt inpinged on Mss Day's royalty interest. That was
t he basis of her objection.

BRYAN SLAUGHTER: That was her initial objection, but

that is not her...l was not her attorney at that point.

SANDRA RI GGS: Was that expanded in the infornal

conference before the hearings officer in nmaking the decision he
made on the permt?

BRYAN SLAUGHTER: | did not see it in there, no.

SANDRA RI GGS: That was ny question.

BRYAN SLAUGHTER: And | believe it says the petition

for appeal has to raise the issues frombelow | didn't see it
concerning the actual appeal. But nevertheless, and | realize
that is...that it needed to be raised frombelow, but | would

also say that if there is a problemon the face of the permt,
that the Board can...still has the power to address that. |

still also have sone questions for M. Arrington.

CRCSS EXAM NATI ON RESUMES

QUESTI ONS BY BRYAN SLAUGHTER
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Q M. Arrington?
A Yes.
Q s it possible that the Horn heirs could own

sone surface where a well could go on in the future?

A In the future?

Q Yeah.

A They. .. possibly they coul d.

Q Okay. You could potentially decide to drop a

well on the 2J Tract, is that correct? You don't know now?

A Don't know now, no.

Q Ckay. And | guess since we are tal king about
the pooling now, what is your procedures for the escrow accounts?

A The escrow accounts, once the well goes into
production, the royalty attributable to the interest that we are
pooling, seeking to pool today, will be put into the escrow
account, the state escrow account.

Q Ckay. And is it right that production costs are
taken out of that share first, before it goes into escrow
account ?

A That is correct.

MARK SWARTZ: Production? You deduct production cost?

A Wel |, transportation.

MARK SWARTZ: Well, you need to explain to them what
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you take out or we are going to be here forever.

A kay. Okay. No, it is transportation cost,
not - - - .

Q It’s not the cost of drilling the well?

MARK SWARTZ: You don’t know. We’ll talk to Claude.

A We’1l talk to Claude. | defer to O aude.

Q I...could you please answer? I'm sorry.

A | defer that answer to C aude.

Q | know your |awyer is there, but if you could

j ust answer---.

A | defer that question to O aude.

Q Ckay. And what reports are...are nmade regarding
the escrow account to the potential gas owners? Do you nake a
quarterly statenent, a yearly statenent, regarding how much is in
each escrow account to the potential gas owner?

A No, we do not.

Q Ckay. And with regard to your production |ease,
is the production cost of the well taken out of their share al so?

A | defer that to C aude.

Q Ckay.

MR SLAUGHTER. Am | allowed to cross exam ne C aude?

MARK SWARTZ: Fine with ne.

BENNY WAMPLER: That is fine.
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BRYAN SLAUGHTER: 1I'm sorry, I don't know your | ast

nane?

CLAUDE MORGAN: C aude Mbdrgan

CLAUDE MORGAN

havi ng been duly sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY BRYAN SLAUGHTER

Q And M. Morgan, | believe you heard the
guestions---.

A Coul d you restate them pl ease?

Q Ckay. Wth regard to the escrow account, is the
nmoney...is the cost of production of the wells taken out of the

anount that goes into escrow?

A It depends on whether it is a royalty escrow or
whet her there is a participation.

Q Ckay. And if there is a participation, what
happens?

A If there is a participation, then yes, cost of
production woul d cone out.

Q Ckay, if it is a royalty?

A If there is a royalty, cost of production is not

a deductible item
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Ckay. So, they get the full 1/8?

A 1/8 with deductions for transportation cost.

Q For transportation, okay. And that goes into
the escrow through these...does the royalty owner or the...does
the royalty owner get any notice of what is in that escrow
account ?

A There is no notice sent directly to the owner.
There is a filing wth the escrow bank showi ng the units invol ved
and the production involved with that. It is available for
revi ew

Q Ckay. Is that...is that public record? That is
public record?

A To ny know edge, that is.

Q Ckay. And then in your production |eases,
bel i eve that Pocahontas ask the people to sign, are production

costs pulled out of the 1/8 share that is offered in those

| eases?
A Production costs are not.
Q Ckay, so they would get the full 1/8?
A It would be 1/8 wth a deduction for

transportation.
Q Ckay.

MR SLAUGHTER: That is all | have for those w tnesses.
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| would just note that there has been no expl anation or, |
believe M. Fulmer has not found the correction to the---.

TOM FULMER: Novenber 19, and it is---.

BRYAN SLAUGHTER: kay, could |I see that, please?

BENNY WAMPLER. Are you saying there was a correction

filed, Tonf

TOM FULMER: To the plat, yes.

BENNY WAMPLER: Woul d you give M. Slaughter...while he

is looking at that, | want to go back to one thing, M.
Arrington. when you were asked a question about future wells
being drilled. This is an Cakwood | application, you woul d not
anticipate any future under OGakwood I, | would assune?

MARK SWARTZ: Well, there is a problemhere, | think.

Cl aude is probably the better guy to address this.

BENNY WAMPLER: Ckay.

MARK SWARTZ: Most of...well, all of the PG units that

are on the pooling docket today are frac units only. And they
revolve around a trade line. Maybe I’1l1l talk to...ask Claude a
few questions and he can flush this out for you. C aude, why
don’t you just...rather than asking a bunch of gquestions, why
don’t you explain to the Board how we try to anticipate conflicts
bet ween various coal conpanies on developing a |line that matched

your grid lines, and how that is going to cone back to haunt us
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here. Just explain the problens to the Board.

CLAUDE MORGAN: Various | eases were owned in this area

by the Pocahontas Gas Partnershi p and by Buchanan Producti on
Conmpany. M ne boundaries were chosen as a line to clean up the
over |l appi ng | eases and assi gnnents were nade between the two
parties such that Pocahontas Gas Partnership would own the | eases
on one side of the nountain by m nes boundary, and Buchanan
Producti on Conpany would own the | eases fromthe other side of
the m ne boundary such that any |ong wall panels involved wth

t he production woul d be...supposedly at that tine, wholly wthin
Pocahontas Gas Partnership or wholly w thin Buchanan Producti on
Conpany.

MARK SWARTZ: And the line we picked was a grid line on

t he Gakwood Field, correct?

CLAUDE MORGAN. The grid line on the Cakwood Fi el d that

mat ched with the existing mne boundaries. Since that trade was
done, Consolidation Coal Conpany or Consol, Inc. acquired Island
Creek Coal Conpany, who owned the coal on the other side of the

lines. So, now the coal was owned by a common parent. The m ne
boundary has changed and now it appears that a |long wall pane

w Il actually extend across that. |In order to operate under an

Cakwood |1, there will have to be operating agreenents obviously

put in place between Buchanan Producti on and Pocahontas Gas
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Partnership to allocate in accordance with the Cakwood I, the
production of this location. At this tine, those agreenents are
not in place and that is the reason that we were pooling these
under Cakwood | because they will be entirely frac production.

MARK SWARTZ: Now, cone full circle back to the question

you asked. The wells are going to be driven, and are in fact
driven by a projected mne plan right now, is that correct?

CLAUDE MORGAN: That is correct.

MARK SWARTZ: And so it is, you know, the increased

density wells that you see in many of our applications because of
the long wall devel opnent, is that the kind of thing that
ultimately they are likely to see in this area, d aude?

CLAUDE MORGAN:. It is...it is likely to see an increased

density, under these force poolings, we are not asking
the Board to approve---.

MARK SWARTZ: | under st and.

CLAUDE MORGAN:. ---if any calls for any additional wells

within this GCakwood I ruling. And we are not asking any
participant to participate in the cost of any additional wells
that would be drilled within this OGakwood | Rul e.

MARK SWARTZ: But in response to Mr. Slaughter’s

questions of M. Arrington and of you, it would be foreseeable

that there will be nore wells in the future to deal with the | ong



wal | devel opnment ?

CLAUDE MORGAN: That is conceivable if the m ne plan

holds as it is.

SANDRA RI GGS: Does it not then follow that when you are

ready to do that you would have to conme back before this Board
wi th a new application and new notice---7?

MARK SWARTZ: We woul d have to repool, right.

SANDRA RIGGS: ---to go to Cakwood |1, and everybody

woul d get notice of that.

MARK SWARTZ: Right. We’re...but because of ownership

i ssues, we are not in a position to do that at this point. W
going to have the stay...we are going to have to keep it sinple.

SANDRA RI GGS: Under Gakwood I, there is one well per

drilling unit, and that’s all you’re asking for right now, and
that’s the well shown on the plat?

MARK SWARTZ: Unless we’ve shown...on some of the

applications that we will get to today there, | believe there is
more than one well in a unit. There’s an increased density frac
well. In these particular applications, which are before you

right now, that is not the case. The wells...the well we are
asking for is shown in that.

CLYDE KING M. Chairman, | have a question?

BENNY WAMPLER: Ckay.




CLYDE KING Wen |Island Creek was sold to Consol, did

that...were they the...who was the parent conpany of Pocahontas
Gas before Consol ?

CLAUDE MORGAN. Pocahontas Gas is a partnership between

Consol i dati on Coal Conpany and Conoco.

MARK SWARTZ: And it is...that has been true before and

after the Island Creek transacti on.

CLYDE KING All right.

MARK SWARTZ: What has happened is that Island Creek

transaction has all owed m ne devel opnent to cross this line and
if you have a long wall panel that crosses the line, there is
going to have to be sone kind of operating agreenent to all ocate
producti on between Buchanan Producti on Conpany and Pocahontas Gas
Part nership, and we are going to have to think that through. W
t hought we had this problemdealt wth and then the coal conpany
changes nanes. So, that is...but that is the issue.

BENNY WAMPLER: Di d you have sone questions, M.

Sl aughter?

BRYAN SLAUGHTER: | have no further questions. |

believe | would like to nove into evidence, this is a type-
written copy of the handwitten deed that M ss Day received from
Pocahontas. | have underlined...she had...l would |ike the Board

to receive this into evidence if it woul d. | have underlined in
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red the Stilwell House, which is what Mss Day is referring to as
the O d Honmestead Tract. |Is that correct?
SARAH DAY: Ri ght.

BRYAN SLAUGHTER: And it is still her position... |...

that the deeds that they are showi ng that covers this tract of
land is not actually the deed that shows the severance, and it is
her position that she should have sone proof that they own the
coal below that, in terns of actual deed for that piece of |and
showi ng the severance before they should be allowed to go ahead
and drill the land. And | would also point out while it appears
that they did nake anendnents to the Mcd anahan piece, they did
not make anmendnents for the Lula Osborne, which |I can see on

t hese anmendnents which shows again on its face a problemwth
their permt. And until those problens are rectified and | think
it seriously calls into question their nmethodol ogy that they are
usi ng before nmaking these maps. And | realize they want to drop
these wells as quickly as they can, but | think that they shoul d
do...that all caution should be used before they go onto people’s
property and drop these wells. Do you have anything else to say?
That is all we have.

MARK SWARTZ: We’ve got two comrents. The error in the

permt plats that M. Slaughter has brought to your attention, is

a surface tract error, okay. And it appears to ne to have been
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corrected in the pooling application. So, | nean it was, you
know, when Les filed the anmendnent in Novenber to straighten it
out on the plats in the permtting process. And we also, by the
time we got to you all, it looks to ne like it is straightened
out here. And | would...with regard to the |l ast comment that M.
Sl aughter has nmade, this is the coal tract. |f you conpare this
to the plats you can see the Linkous Horn heirs are within this

| ar ge severance deed of a hundred and forty-three acres, and
that’s the only evidence you got on the table this morning. With
regard to that...the mappi ng appears to ne to be consistent and
to make sense. This is the coal severance deed. You are not
goi ng to have sone subsequent coal severance deed for sone little
piece. This is the coal severance deed. Her title canme out of
this and we are not going to be able to cough up anot her
severance deed. This is it.

And then ny final observation, and again directing you
to the statutes that | gave you pieces of today, the last...in
the | ast section on there doesn't really deal wth pooling, but
it deals with permtting and, you know, ny clients have in the
permtting process certified that they have the authority to
enter on the surface where they are going to drill the well. That
is the certification. The surface that we are going to be

entering on is not Miss Day’s surface. These wells and these two
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applications are not on her surface, you know, maybe in the
future there will be sone. W wll be back, | amsure. Mybe
there won’t, but the wells that we are dealing with today are not
on her surface...apparently she admts that they are not, has a
concern that they mght be in the future. But the only issue
that’s survived in front of Mr. Fulmer that’s up in front of you
today on the appeal, is whether or not these pooling applications
and these wells inpinge on her property rights. You know, there
wll be an escrow to escrow the noney so that the Linkous Horn
heirs can litigate this or settle with the McGQuire/ Hurt people.
And the noney will be escrowed as O aude described, and | nean
this is no different than what this statute contenplates in terns
of development. So, that’s all I have with regard to the two
pool i ng applications and the appeal.

BRYAN SLAUGHTER: M ss Day would also |like to have...to

know whet her that she could access, if they do drill these wells,
to the escrow account to have an accounting of the escrow
account. So, that she can see what goes in and what they are
taki ng out of that.

MARK SWARTZ: TIt’s First Virginia Mountain Empire Trust

Departnent, is---?

TOM FULMER: It’s best to call the office and we w ||

find that out.



BRYAN SLAUGHTER: Ckay.

TOM FULMER: That is our procedures, so to speak

BRYAN SLAUGHTER: We appreciate the Board’s time. Thank

you very nuch.

TOM FULMER: | would rem nd her that when she does call

the office in regards to the escrow account, be sure that you
have the docket nunber because if the Board should so rule, that
is how the account will be set up by a docket nunber. So, in

ot her words, we have that when we get to it, so to speak

CLYDE KING M. Chairman, | have a question of M.

Sl aughter?

BENNY WVAMPLER: M. Ki ng?

CLYDE KING: Is basically what you’re contesting is the

deed and the...mybe the error that was nade in---7?

BRYAN SLAUGHTER: That error is secondary. | was just
pointing that out before the Board. | guess what we are saying
is...well, I know what we are saying, is that Mss Day has |ived,

and her ancestors have lived on this land for over a century.
They know the | and better than anybody. They saw the deed that
said the dd Stilwell House. They knowit as the A d Hone Pl ace
deed, and they know that is not the sane piece of property
upon. . .that Pocahontas plans to drill the well. They know

that...they know that they are separate. They are separated by a
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mount ai n and then another ridge, and it does not seemright to
her, it does not seemfair to her that they can conme on...when
they are not showi ng the...the correct piece of property that
they can cone on her |and and do what ever damage they do to draw
up the wells, in terns of the roads, going through her property,
and drop the well onto her piece of property.

SANDRA RI GGS: Maybe | m sunderstood, but | heard the

testinony say there would be no inprovenents...surface damage to
her tracts what soever.

BRYAN SLAUGHTER: There could be in the future. I

nmean- - -.

SANDRA RI GGS: Well, but that’s the subject of a

different proceeding that this---.

BILL HARRI S: Yeah, we can’t---.

CLYDE KING This permt today is not going to show any

damage.

BENNY WAMPLER: It woul dn't be on her property is what

has been represented to us today.

BRYAN SLAUGHTER: To her surf ace.

BENNY WAMPLER: To her surface property. The Board w |

make no determ nation as to the ownership issue.

BRYAN SLAUGHTER: | realize that is for the Court.

That will be anot her day.
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BENNY WAMPLER: That is right.

MAX LEWS: WII| there be any damages to her property
pertaining to the pipe |line?

LESLIE K ARRINGTON: Not to ny know edge. | haven't

permtted it that way for...on their surface.

BENNY WAMPLER: Wl |, the questions | was asking

earlier identifies the fact that they do have a m ne devel opnent
going on in this area. There will be, as they have testified,
additional, potentially additional wells...could be pipe |lines.
So, what we are dealing with today is what is before us today,
and that is not before us today, that particular part of it.

MARK SWARTZ: And just for...so that you’re aware of

this, the surface owners, M. Arrington identified them and they
are not, you know, Linkous Horn heirs, at least their nanes don't
sound like it, but the surface owners that these wells are
identified. Obviously, we try to |ocate surface facilities on
surface where we have an agreenent with the surface owner to
avoi d these kinds of disputes. So, | can assure you that to the
extent that we can stay off of her property, we plan on it.

Ckay, | nean sonetines you can't always, because of the m ne

pl ans and so forth, do that, but the standard operating procedure
is to be on the surface of people we have an i ndependent

agreenent with, and to stay off of the surface of people that we
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woul d have to be arguing that we have mning rights. | nean,
that’s the modis operandi, you know, so to the extent that we can
stay away from her surface, we are going to do it.

BRYAN SLAUGHTER: Just one qui ck question. Have they

done any study showing the effects on the water table. | believe
that is required?

MARK SWARTZ: Well, you know, I’'m not going to reopen

the permtting process here for stuff that wasn't rai sed and
those i ssues was addressed in the permt. W didn't talk about
that at the informal fact finding.

BRYAN SLAUGHTER  Ckay.

MARK SWARTZ: And | would object to that at this point.

BENNY WAMPLER: Sust ai ned.

DENNI S GARBI S: M. Chai rman

BENNY WAMPLER: M. Gar bi s.

DENNIS GARBIS: M ss Day, do you feel that you’ve

had. ..l nean, do you understand what has transpired here, and do
you adequately...do you adequately understand what the

| egislature of the Commonweal th of Virginia, howit outlines what
our duties and responsibilities are. | just want to nake sure
that you understand everything that is going on because obviously
you’re a citizen and we want to take that all in account. But

there are certain guidelines that we have to go by, and
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understanding that there was an error, that error appears to have
been corrected, but do you understand, you know, how these
proceedi ngs have gone? Are you satisfied that you had your day
in court?

SARAH DAY: Well, | don't understand why that you woul d
get twelve percent, and then have to pay out of that to help the
proceedi ngs of the well, and they would get eighty-eight percent,
| don't understand about that.

BILL HARRIS: If | mght, M. Chairman and M ss Day, |

asked that question of one of the...well, | asked that question
of one of the conpanies...gas conpany representatives, and they
said traditionally, and I knowthis isn't a satisfactory answer
probably, but traditionally if you | ook back a hundred years ago,
two hundred years ago whenever m ning was goi ng on coal, gold,
everything, for sone reason the people who took the risk and the
foresight to plan and do whatever, they got nost of the profits.
And it was always a royalty...if it’s Jjust 1/8, was always carved
of f and given to the people who owned the property. It is
sonmething that is just...l don't know, legally if it’s in the
books, but it is traditional that it is 1/8. Now, | don't know
what anyone does to change that, but that is what it has been
traditionally for years.

BRYAN SLAUGHTER: | think what her concern is that
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she...that sonme portion of the proceeds are taken out of that
1/8, and she has talked...has tal ked to people and no one has
really seen any substantial anmount of noney for either fromthe

|l ease or in a escrow account, and that is worri sone to her.

MAX LEWS: Well, if she don't participate in the
drilling, she will get 1/8, that is just the rate.
BRYAN SLAUGHTER: | realize that---.

MAX LEWS: But |ess transportation.

BRYAN SLAUGHTER: Right. She is...she is just yet to

see an escrow account that has any significant anmount of noney.

CLYDE KING There is an escrow account that has that

nmoney in it.

BRYAN SLAUGHTER: Do you have any other concerns? This

is your---.
SARAH DAY: No, just what you’ve got there.

BRYAN SLAUGHTER  Ckay.

BENNY WVAMPLER: M. Brent?

MASON BRENT: May | ask M. Arrington a housekeeping

question. Wen you filed the correction to the permt, who or
what called your attention to the m stake?

LESLI E K. ARRI NGTON: | don't renenmber. We found...we

found...we just discovered the mstake and was trying to take

care of it.



MASON BRENT: You all found it yourself?

LESLIE K ARRI NGTON: Yes, we did, that is correct.

MAX LEWS: You all didn't say anything to himabout
that, or to the conpany that they had nade a m stake?
SARAH DAY: No.

BRYAN SLAUGHTER: We had just realized that when we put

themon top---.
SARAH DAY: There is still one nobre nm stake that has
not been corrected.

BRYAN SLAUGHTER: Yeah, there is still the Beul ah

GCsborne one that fromwhat | can see it has not been corrected.
SARAH DAY: Beul ah Gsbor ne.

MASON BRENT: That has not been corrected?

SARAH DAY: It has not been---.

BRYAN SLAUGHTER: That | have seen, | don't...from what

M. Ful mer has given ne, | don't know.

BENNY WAMPLER. WAs the portion that you raised, was it

corrected, then it...her---?

BRYAN SLAUGHTER: The M:C anahan appears to be

corrected.

BENNY WAMPLER: That was corrected.

MASON BRENT: But not the Osborne?

MAX LEWS: Not the Gsborne?
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BRYAN SLAUGHTER: Not that | saw fromwhat M. Ful ner

gave me, I don’t---.

TOM FULMER: What is the correction for?

MAX LEWS: Filed fromtract---.

BRYAN SLAUGHTER: Its for the 21---.

TOM FULMER: Wl l, no, | know, but what is the

correction for?

LESLIE K. ARRINGITON: Surface, is that what you nean?

TOM FULMER: Is it a different nane?

LESLI E K. ARRI NGTON: Yes, yes. Surface only.

BRYAN SLAUGHTER: | believe on one Beul ah Gsborne is

surface only, and Linkous Horn has the oil and gas, and on
Exhi bit A, Beul ah OGsborne owns everyt hi ng.

BENNY WAMPLER: Di d Beul ah Gsbhorne receive notice?

LESLI E K. ARRI NGTON: No, she did not, unless she was

one of the Linkous Horn heirs, I can't...you know, I’'d just have
to | ook back.
MAX LEW S: | s Beul ah Gsborne here?

BRYAN SLAUGHTER: We appreciate the Board’s time.

MASON BRENT: | guess, M. Chairnman---.

BENNY WAMPLER:  Thank you, we’re still---.

BRYAN SLAUGHTER: Onh, okay.

BENNY WAMPLER: --we’re still wrestling with a couple
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things trying to plan for M.---.

MASON BRENT: M. Chairman, ny question is if the permt

is flawed, where do we go from here?

BENNY WAMPLER: That’s what we need to sort out. |

think they are trying to sort out that question about notice that
I just asked because that notice issue determines whether it’s
flawed or not, nore so than now.

MARK SWARTZ: Les, with regard to Gsborne's surface,

can you tell the Board whether or not you have an agreenent with
her ?

LESLI E K. ARRI NGTON: Yes, we do have an agreenent with

Beul ah Gsbor ne.

MARK SWARTZ: What ki nd?

LESLI E K. ARRINGTON: W have a surface agreenent and a

coal bed net hane | ease.

MARK SWARTZ: \Wen you say surface agreenent, do you

have an easenent ?

LESLI E K. ARRI NGTON:  Yes, we do.

CLYDE KING M. Chairman, do we need to make a ruling

on her appeal or---?

BENNY WAMPLER:  Yes.

CLYDE KING Wuld that be included---.

BENNY WAMPLER. W have three things, we have the
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ruling on the appeal, and the two pooling decisions, so---.

CLYDE KING How did that have to be worded?

BENNY WAMPLER: ---I’'m just making sure all the

guestions---.

CLYDE KING |s her appeal---?

SANDRA RI GGS: Take themone at a tine.

BRYAN SLAUGHTER: Just to reiterate, | guess, |

wasn't...l was just trying to point that there are m stakes just
fromthe face and that raises concerns that there m ght be
ot hers.

BENNY WAMPLER: | understand, that is a good point, and

certainly that’s one the Board would direct M. Fulner to try to
make extraordinary efforts to ensure that these maps are correct
when they cone forward. Wuld you agree that the pooling
applications, and I’'m not trying to put you in a box, but once
those are dealt wth, the first issue is essentially npbot as to

ownership since the owership is not---?

BRYAN SLAUGHTER: | can't nmake that...l won't agree
to...I mean, just because I don’t know the pooling procedure well
enough- - -.

BENNY WAMPLER: | understand, | wasn't trying to put

you i n a box.

BRYAN SLAUGHTER: ---I'm not saying yea or nay.
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BENNY WAMPLER: As to...I’'m going to...Board, what I'm

going to do is call the two poolings first because that’s...I
think that is essential to the ruling on nunber one, or the first
itemthat we had. As to unit identified as T-36, docket numnber
VGOB- 98- 03/ 24- 0625, |...do we have a notion. Well, we conbined

t hose and S-36 docket nunber VGOB-98-03/24-0626. Do | have a
noti on on those two?

CLYDE KI NG | so nove, M. Chairman.

DENNI S GARBI S: | second.

BENNY WAMPLER:  Mbve for approval ?

CLYDE KING  Yes.

BENNY WAMPLER: |s that the nature of the notion. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER:  All in favor, signify by saying yes.

(Menmbers signify by saying yes.)

BENNY WAMPLER.  Opposed say no.

MAX LEWS: No.

BENNY WAMPLER: One no. As to the informal fact

finding hearing appeal that the division directors decision
docket nunber VGOB-98-03/24-0640, do | have a notion?

MASON BRENT: M. Chairman, | nove that we deny the

appeal .
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BENNY WAMPLER: And deni al based on that being noot, is

that---?

MASON BRENT: Ri ght.

(Menmber of the Audience): Wat nunber do you have
there, or are you talking to---?

BENNY WAMPLER: The first one that was on that agenda,

Docket Nunber VGOB-98-03/24-0640.
(Menmber of the Audience): Al right.

BENNY WAMPLER: Do | have a notion?

DENNI S GARBI'S: Are you | ooking for a second?

BENNY WAMPLER:  Yes.

DENNI S GARBIS: 1I’11 second it.

BENNY WAMPLER: Moti on and second, any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER. Al in favor, signify by saying yes.

(Menmbers signify by saying yes.)

BENNY WAMPLER:  Opposed say no?

MAX LEWS: No.

BENNY WAMPLER:  No? Thank you very nuch

CLYDE KING: I think her...I think she’s going to be

protected, it’s just a matter of court decisions.

BRYAN SLAUGHTER: Thank you very much
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BENNY WAMPLER: Thank you. Thank you very nuch. The

next item on the Board’s agenda is an appeal that was filed by
Mr. and Mrs. John Street to the Divisions Director’s Decision.
This is docket nunber VGOB-98-03/24-0641. Ms. Street called ne
and infornmed ne that her husband had a heart attack, and | told
her that we’d have had to go ahead and call the case, but that we
woul d continue that because there wasn't tine to get the notice
out to everyone. D d anyone cone here today to appear on...in
regard to that case, | don't want to deny you from havi ng
sonething to say?

(No audi bl e response.)

BENNY WAMPLER. Ckay. The next itemon the agenda the

Board will consider a petition by Pocahontas Gas Partnership for
a coal bed...to pool a coal bed nethane unit identified as W35,
this is docket nunber VGOB-98-03/24-0627. W would ask the
parties that wish to address the Board in this matter to cone
forward at this tine. You are invited to nove up closer, all of
you, so you can hear better, | knowit is difficult.

MARK SWARTZ: 1I’m Mark Swartz and Les Arrington

appearing for the applicant Pocahontas Gas Partnership, | would
point out, M. Chairman, that there are only two of the
applications today are for both GCakwood | and Il, and this

applicant is one of them and then if you go to item nunber
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fourteen on the docket, that is the other one. They are sort of
conpani on units that involve sone of the sanme exhibits and I
woul d recomrend if there is no objection, that maybe we

woul d...it would nmake sense to nove things, to consolidate item
five, which you just called, wth itemfourteen for hearing?

BENNY WAMPLER:  Any obj ection from nenbers of the Board

to doing that, or anyone that is here or has appeared? Does
everyone now understand what he is asking to do? Since these are
Cakwood | and Il orders that he is planning to ask for pooling,

he is asking to conbine those so he can take them..take them up

at the sane tine. That other docket nunber, | will go ahead and
call it and see if we have an objection to that.
The Board will consider a petition from Pocahontas Gas

Partnership for pooling of coal bed nethane unit identified as X-
35, and this is docket nunmber VGOB-98-03/24-0636. W would ask
the parties that wwsh to address the Board in that matter to cone
forward al so. Any objection to conbining those? You may
proceed, M. Swartz.

MARK SWARTZ: Before we get going, | think it nakes

sense to have Les pass out the exhibits.

BENNY WAMPLER. Renmi nd the w tnesses they have under..

al ready sworn and still under oath.
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havi ng been duly

LESLI E K. ARRI NGTON

sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MARK SWARTZ:

Q

A

Q

A

Q
applications for

A

Q

Les, you want to state your nane agai n?
Leslie K  Arrington.

Who do you work for?

Consol .

Did you participate in preparing the pooling
X-35 and W 35?

Yes, | did.

Did you prepare the notices, the applications,

and the related exhibits that the Board has before it today?

A

Q
have you not ?

A

Q
t hese units?

A

Q
two partners are

A

Yes, | have.

And you signed the notices and applicati ons,

Yes, | have.

Who is the applicant with regard to both of

Pocahontas Gas Part nershi p.
And is PGP a Virginia General Partnership whose
Consol i dati on Coal Conpany and Conaco, |nc?

Yes, it is.
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Q In both units, is the applicant requesting that
Pocahont as Gas Partnership be the Board desi gnated operator?

A Yes.

Q | s PGP authorized to do business in the
Commonweal th of Virginia;, is it registered with the Departnent of
M nes, Mnerals, and Energy; and does it have a bl anket bond on
file as required by |aw?

A Yes.

Q Ckay, in regard to both of these applications,
are the people that are sought to be pooled listed on the first
page of the notice of hearing?

A Yes, they are.

Q Ckay. And are the people who are sought to be
pooled also listed in Exhibit B-3?

A Yes, they are.

Q Did you mail copies of the paper work to the

respondent s?

A Yes, | did.

Q And what have you filed with regard to those
mai | i ngs?

A We have filed a affidavit of due diligence with

M. Fulner's Ofice.

Q Ckay, and this norning, have you also given a



certificate of mailing to the Board nenbers?
A Yes, | have.
Q So, that they can track, you know, when the

stuff was mailed and when it was signed for and so forth?

A Yes, we did.
Q Okay, was there a publication?
A Yes, there was in the Bluefield Daily Tel egraph

on March 4th, 1998.

Q Wth regard to both units?

A Yes.

Q And what was published?

A The notice of hearing.

Q Ckay, do you wish to add any with peopl e as

respondents to either of the units, or dism ss any peopl e?
A No, we do not.
Q Ckay. Now, both of these units you are seeking

to pool under OGakwood | and Cakwood I17?

A Yes, it is.

Q Ckay, and toward the end of both of the
applications there’s...there’s a map, Exhibit G, is there not?

A That is correct it is.

Q Ckay, and that map shows the unit in relation to

a partial mne plan?

— 65—



A It does.

Q And also in relation to other degas wells that
have been...that are either projected to be drilled or have been
drilled in the course of degassing in advance of m ning?

A That is correct.

Q Ckay, and the | ast page of each application
which is entitled Exhibit G page one, is it the sane in each

application?

A Yes, it is.
Q Except for the headi ng?
A Except for the heading and the interest within

each unit, of what the...each panel.
Q But the photocopy of the docunent is the sane

docunent except for the headi ng?

A That is correct, basically.
Q Ckay, and referring you to Exhibit G page one,
does it set forth the percentages of each panel...each | ong wall

panel, and there are three of them w thin both of the units?

A Yes, it does.

Q And then does it allocate cost, and we wll conme
back to cost, but does it allocate cost based on those
percent ages by panel to each unit and then total the all ocated

cost?
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A It does.

Q And with regard for exanple to X-36, | guess it
is---7?

A 35.

Q ---35, what is the total allocated cost fromthe

t hree panel s?

A Just a nonent. Four hundred twenty thousand,
ei ght hundred dollars and twenty cents ($420, 800. 20).

Q Ckay. And with regard to unit W35, what is the
total allocated cost?

A A hundred and thirty-nine thousand, twenty-six

dollars and fifty-two cents ($139, 026.52).

Q These...each of these units is an eighty acre
unit?

A They are.

Q And the gas sought to be produced is the poo

below the Till er Seanf

A That’s correct, 1t 1is.

Q Turning to W35, there is a Exhibit A page two,
correct?

A That’s correct.

Q And that’s...let’s turn to that to look at the

interest that you have acquired and the interest you are seeking
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to pool. How much of the coal under the unit is |eased, just
with a coal |ease?

A 100 percent.

Q Okay, how...what percent of the CBMrights of
the coal owners has been | eased?

A 100.

Q Ckay, and what percent of the CBM clains or
rights of the oil and gas owners has been | eased?

A 58. 2375 percent.

Q Ckay. And what is the interest that is sought
to be pooled and what is the percentage of that interest?

A The interest is the oil and gas interest, it is
41. 7625 percent.

Q | would like to make the sane inquiry with
regard to X-35, how nmuch of the coal under X-35, under that

eighty acre unit, is subject to coal |eases?

A 100 percent.

Q Now, | amtal king about coal |eases the Tiller
and bel ow?

A That is correct.

Q Ckay. How nuch of the oil and gas...what

portion of the oil and gas interest have you obtai ned coal bed

met hane | eases fronf
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A 74. 0875 percent.

Q And what percent of the coal owners have you
obt ai ned coal bed net hane | eases fronf

A 100 percent.

Q Ckay. And what is the interest that you are
seeking to pool and the percentage of that interest?

A It is the oil and gas interest and that
interest...that percentage is 25.9125 percent.

Q Now, let’s take a look for a moment---.

BENNY WAMPLER.  Can | interrupt you for just one

second, please, while you are on that.
Q Yes.

BENNY WAMPLER:  You are in the Exhibit...or you are in

W35...0r X-35?

MARK SWARTZ:  X- 35.

BENNY WAMPLER: I n X-35 on Exhibit A page two?

MARK SWARTZ: Ri ght .

BENNY WAMPLER: Item two under percentage of coal bed

met hane rights not on...you have all of it |eased...100 percent,
right?

MARK SWARTZ: Correct.

BENNY WAMPLER.  And you have 25...you have not | eased

25. 9125 percent of the oil and gas, correct?
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MARK SWARTZ: Correct.

BENNY WAMPLER:  Al'l right.

MARK SWARTZ: The way these relate, if one says a 100

percent--- .

BENNY WAMPLER:  Ri ght .

MARK SWARTZ: ---then two should be zero.

BENNY WAMPLER: Ri ght .

MARK SWARTZ: They shoul d...or they should add up to a
hundr ed.

BENNY WAMPLER: Ri ght .

Q Let's just turn to B...Exhibit B-3 pertaining to
X-35, which would be the next page---.

A Uh- huh.

Q ---and just talk about this for a mnute. |Is

there an Exhibit B-3 in both applications?

A Yes, there is.

Q And is it organi zed the sane?

A Yes, it is.

Q Basically, it lists the people that are unl eased

and need to be pool ed?
A Correct.
Q It gives their net acreage within the eighty

acre unit?
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A It does.

Q And then it nakes a calculation interest in
unit?

A It does.

Q And how i s that cal cul ated?

A D vides their acreage by eighty.

Q Ckay.

A And its percent within unit.

Q Ckay, and then there are three colunmms, one for

each of the long wall panels, correct?

A Correct.

Q And the percentage under thirteen east, fourteen
east, and fifteen east, on Exhibit B-3 represents the percent of
the panel within the unit, correct?

A That is correct, it does.

Q So, basically you take the anmobunt of acreage in
a unit on top of the total acreage in the panel, do that
calculation and that is how you get this percentage?

A Correct, yes.

Q Ckay, and then under each of |ong wall panel
headi ngs, is there a simlar calculation for the interest of each
cl ai mant ?

A Correct, within each individual |ong wall panel.
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Q And then are these the divisions of interest
that would pertain to the allocation of royalty, the allocation
of costs in case of a participation, and the allocation of costs
on a carried interest?

A It woul d.

Q So, those are the nunbers you would use for
t hose ki nds of cal cul ati ons?

A Yes.

Q And that would be true of Exhibit B-3 in both
appl i cations?

A Yes.

Q Al so, staying with Exhibit X-35, is there a...an

Exhibit C, estinated cost per well?

A There is.

Q And what is the estimate for X-35, if you can
read it?

A It is two hundred and twenty-ei ght thousand

three hundred and thirty-nine dollars ($228, 339).

Q Ckay. And then is there a simlar estimate in

the Wunit?
A. Yes, it is.

Q Ckay, and have you basically in Exhibit G page

one taken a...taken five frac wells per panel ?
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Yes, we have.
And al |l ocated those costs?

Yes, we did.

o > O P

Continuing on in Exhibit E...in X-35 to Exhibit

E, isthis alist of the fol ks whose clains are in conflict?

A It is.

Q And woul d require escrow?

A Yes.

Q And is there such a list in both of these
appl i cations?

A There is.

Q And lastly, with regard to the Exhibits, does

each application have a proposed order?

A Yes, it does.

Q Whi ch has the general terns that you would
normal |y expect to see?

A It does.

Q Wth regard to people that you have not | eased,
what terns would you offer?

A For coal bed nethane | ease, a dollar per acre
rental, a 1/8 royalty with a five year term

Q The target formation for the frac wells would be

t he Pocahont as Thr ee?
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A That is correct, it would be.

Q And ultimately though, the gob gas woul d produce
fromthe entire reservoir that was created in the Gakwood 11
rul es?

A That is correct.

Q Lastly, is it your opinion that the plans for
coal bed net hane devel opnent di scl osed by each of these
applications is a reasonable plan or nethod to renove the coal bed
nmet hane fromthese units in advance of mning so that it can be
captured and sol d?

A Yes, it is.

Q That is all | have.

BENNY WAMPLER:  Any questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER:  You have anything further, M. Swartz?

MARK SWARTZ:  No.

BENNY WAMPLER: Take these one at a tine. As to unit

identified as W35. Do | have a notion?
MAX LEWS: | nmake a notion we approve the application.

BENNY WAMPLER:  Mbtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?
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(No audi bl e response.)

BENNY WAMPLER. Al in favor signify by saying yes.

(Al nmenbers signify by saying yes.)

BENNY WAMPLER: (Opposed say no. As to unit identified

as X-35, do I have a notion?
MAX LEWS: 1'Il make a notion to approve it.

BENNY WAMPLER: Mbtion to approve.

MASON BRENT: Second.

BENNY WAMPLER.  Second, any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  All in favor signify by saying yes.

(Al nmenbers signify by saying yes.)

BENNY WAMPLER.  Opposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next itemon the

agenda the Board will consider a petition from Pocahontas Gas
Partnership for pooling of coal bed nethane unit identified as X-
36. This is docket nunber VGOB-98-03/24-0628. W would ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. M ght

make. .. m ght nake sense to consider doing W36 as well, which is

the next item The reason for that is the tracts kind of overlap
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since these units are stacked and that the information is going
to be at least pretty simlar.

BENNY WAMPLER:  Any objection to that, Board Menbers?

(No audi bl e response.)

BENNY WAMPLER: | will also call the next itemis

petition for Pocahontas Gas Partnership for pooling of coal bed
met hane unit identified as W36. This is VGOB-98-03/24-0629
docket nunmber. So, we now have called X-36 and unit W36. |If
any of the parties here wanting to address the Board on W 36,
pl ease cone forward.

MARK SWARTZ: Les, | would rem nd you that you have

been sworn and still under oath.

LESLI E K ARRI NGTON

havi ng been duly sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Want to state your nane, please?

A Leslie K Arrington.

Q Who do you work for?

A Consol .

Q Did you draft the notice of hearing, and
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applications, and related exhibits wth regard to this pooling

applications W36 and X-367

A Yes, | did.

Q And did you sign thenf

A Yes, | did.

Q Did you cause these to be mail ed?

A Yes, we did by certified mail, return receipt

requested, on February 20th, 1998.
Q And have you filed the certification of mailing

with the Board this norning?

A Yes, we have.
Q Did you cause the notices to be published?
A Yes, we did, in the Bluefield Daily Tel egraph

on March 4th, 1998.

Q And have you filed certificates of publication?

A Yes, we have.

Q Are both of these units eighty acre Gakwood |
units?

A Yes, they are.

Q And in both of the applications, is Pocahontas

Gas Partnership the applicant and is it al so seeking to be
desi gnated as the Board' s operator?

A. Yes.
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Q Are the partners in Pocahontas Gas Partnership
Consol i dati on Coal Conmpany and Conoco, Inc.?

A Yes, it is.

Q | s Pocahontas Gas Partnership authorized to do
busi ness in the Commonwealth, is it registered with the DMVE, and
does it have a bl anket bond on file?

A Yes, it does.

Q Are the names of the people you are seeking to
pool listed both on the front page of...or the first page of the
noti ce of hearing and Exhibit B-3?

A Yes, they are.

Q Wth regard to either of these applications do
you want to add anybody as a respondent or subtract anybody?

A No.

Q In both instances, we are tal king about eighty
acre units with frac wells to produce fromthe deep coal bel ow
the Tiller?

A That is correct.

Q Do you have Exhibit C, well estimates, in each
of the applications?

A Yes, we do.

Q Wiy don't we take X-36 first, what is the anount

of that well estimte?
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A Two hundred...tw hundred and thirty-four
t housand, three hundred and seventy-four dollars and sixty-five

cents (%$234, 374.65).

Q And the projected depth?

A 1, 849 feet.

Q And in the W36 Unit, what is the estimate?
A Two hundred and forty-eight thousand, one

hundred and ninety-two dollars ($248, 192).
Q When we | ook on the plat map, if you will turn
to the plat map for both of these units. In the W36 unit, there

are two wells proposed?

A That is correct, there is.

Q | s that because of a m ne plan?

A That is correct, it is.

Q And in ternms of allocation of costs, how many

wells are you seeking to allocate to soneone who m ght elect to

partici pate?

A One wel .

Q In the X-36 Unit, how many wells are proposed?
A One wel .

Q Well, at |least on your nmap it shows one.

A One, uh-huh.

Q Ckay. Do OGakwood | units have sonething called
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a drilling w ndow?

A Yes, they do.

Q Ckay, and with regard to X-36, is that proposed
well within the drilling w ndow?

A Yes, it is.

Q Ckay, and with regard to W36, does it appear
that the proposed well may actually be outside the drilling
wi ndow?

A They are.

Q Is there a mechanismin the CGakwood | field
rules to allow for drilling of wells outside the drilling w ndow?

A Yes, it is.

MARK SWARTZ: What | would point out to the Board is

the...this itemwhich contains two pages, and has M. Wanpler's
famliar signature on the second page, it is part of the OGakwood
field rules or...which | think was entered in '90 or '91 if I'm
not m staken, but | would direct your attention to the first

par agraph nunbered three which tal ks about m ni nrum di stances from
near est outside boundary of a drilling unit, and then the second
sentence of which says any coal bed net hane wel | proposed to be
drilled closer to a unit boundary than three hundred
feet....there is a three hundred foot drilling w ndow, shal

require a |l ocation exception order fromthe Virginia G| and Gas
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| nspector. Then if you turn to the next page at the top, there
is a paragraph nunbered seven, which is also fromthe Cakwood I
order, and it says that the Virginia Gl and Gas | nspector nay
consider and grant |ocations for exceptions on a case by case
bases for proposed coal bed nethane gas wells drilled in the
Cakwood Coal bed Methane Gas Field. And | would sinply bring this
to your attention because...well, if you don't think about the
drilling window, it may not have been obvious to you that these
wells...are outside of it, and | amjust pointing that out to you
and that there is a nechanismfor us when we are seeking a permt
to provide mne plan data to M. Fulner that you all have
facilitated to allow that to happen. The other exhibit |I have
provided to you is sinply again a couple of extracts from code
provi sions which allow you to do what you did. You gave the
Cakwood rule just to kind of refresh your recollection in that
respect. And particularly the one that is inportant is 45.1-

361. 20 which allows the Board at 5-C to accommobdate m ne

devel opnent plans, and nake wel| spacing agree with m ne

devel opnent plans. So, that | would just sort of point that out
to you as the mechanism that will that we’re going to pursue with
M. Fulnmer's office to locate those wells in those |ocations, if
we haven't al ready done it.

Q Wth regard to the Exhibit A page 2, the sort of
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standing in each of these units, lets start wwth X-36, the anmount
of coal |eased within the unit?

A 100 percent in both.

Q Ckay, and the amount of...in staying with X- 36,
t he anmount of the percentage of the oil and gas clains to coal bed

met hane that you have obtai ned | eases for?

A 100 percent of the coal.

Q Ri ght, and how much of the oil and gas?

A 94...in X-36, 94.625 percent.

Q Ckay, and what interest are you seeking to pool ?
A 5. 375 percent.

Q O the oil and gas?

A Ol and gas.

Q Ckay. Turning to the W36 Unit, you have

al ready indicated you have a 100 percent of the coal |eased, what
percentage of the coal owners have you obtai ned coal bed net hane

| eases fronf?

A 100 percent.

Q And of the oil and gas owners?

A 60. 4125 percent.

Q And what interest are you seeking to pool and

what percentages in the W36 Unit?

A 39. 5875 percent.
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Q Wth regard to these units, each application has
an Exhibit B-3?

A Yes, it does.

Q And since this an GCakwood | Order, there is only
one percent age?

A That is correct it is.

Q And is that percentage cal cul ated by taking the
acreage, the net acres in the unit and dividing it by eighty?

A Yes, it is.

Q And that percentage then...that one percentage
woul d be relevant to royalty allocation, cost allocation if there

is a participation, and carried interest allocations?

A It woul d.

Q And that is true for both situations?

A Yes.

Q And | assune that this probably requires escrow?
A Yes, it does.

Q And is there an Exhibit E which sets forth the
conflicting owners that require escrow in each of the units?

A Yes, it does.

Q Is the plan of devel opnent for these two units,
which is disclosed by the exhibits, attached to these

applications, in your judgnent a reasonable plan to renove
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coal bed net hane gas fromthe Pocahontas Ill Seamin advance of

m ning and capture it for sell, as opposed to venting it?
A Yes, it is.
Q That is all | have.

BENNY WAMPLER:  Questions fromthe Board?

CLYDE KING Mark, | have a question, please?

MARK SWARTZ:  Ckay.

CLYDE KING M. Chairman, if I may? In X-36, are

those...what is the little dotted, is that the...right up
here...is that an X-36---7?

MARK SWARTZ: |s that in X-367?

CLYDE KI NG W . .excuse ne, W 36.

MARK SWARTZ: Oh, okay, W. I think that’s a road?

LESLI E K. ARRI NGTON:  Yes.

CLYDE KING Are you going to drill it in the m ddle of

the road, | nean?

LESLI E K. ARRI NGTON: That’s one of our proposed access

r oads.

CLYDE KING Oh, okay. That is not a road, that is

your road?

MARK SWARTZ: It is not a state road, no.

LESLI E ARRI NGTON: Ri ght .

MARK SWARTZ: That would be a great drilling site, but




| don't think we could do that. Good question, though.

BENNY WAMPLER: |s there sone way you can describe the

big picture here of the nunber of infringenments in this area of
the three hundred foot w ndow, the exceptions that you---7?

SANDRA Rl GGS: Locati ons.

BENNY WAMPLER:  Locati on exceptions?

(Revi ew plats and nmaps.)

MARK SWARTZ: It looks like the rest of them were

pl anned to be within the wi ndow, not scaling them The possible
ones...there were four that |ooked close... W37, X-37, B-36, and
Y-37, and we have just...well, Y-37, forget it, that is not a
problem W have just scaled them and they are either clearly
nore than three hundred feet or close enough that it |ooks |ike
they were planned to be within the window. So, and I...so, |
don’t think they’re...to answer your questions, I think you’re
seeing...you are seeing the ones that clearly require an
exception, and the other ones we have tried to locate within the
wi ndow. And | believe they are...going forward today.

BENNY WAMPLER:  Now, the other question is under

Cakwood |. QCakwood | contenpl ated one well per unit, nowin this
case you have two wells?

MARK SWARTZ: Right, and M. Arrington has testified

that...to the extent anyone participates in those costs of the
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second well would not be included in the participation costs,
whi ch has been our standard procedure.

BENNY WAMPLER: Well, we haven't had that as standard

procedure under Oakwood I. We’ve only had one well per unit, I
bel i eve.

MARK SWARTZ: | amnot sure that is the case. | nean,

| would have to---.

SANDRA RIGGS: It is a correlative rights issue because

when you get to OCakwood Il, the density doesn't natter because
you have isolated the long wall panels and you’re producing off
of the panels. In QGakwood |, you are producing off of the
drilling unit, and when you have the second well right on the
boundary, it is correlative rights issue that we are | ooking at,
not the increased density issue once you are into |ong wal

m ni ng and you have isolated |ong wall panels.

MARK SWARTZ: Except---.

CLAUDE MORGAN: If | mght explain how we got to this

situation. This is in the eastern area of the Buchanan M ne and
when we started drilling these wells, it was anticipated that

m ning was going to be in there nuch sooner. The m ne has
shifted to the north and out of this area, and we have backed off
on the spacing, but the two wells in question here in the Wwhere

you have two wells in the unit, were drilled to degasify the
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mai ns that were being driven in the barrier adjacent to the

mai ns, and that is what pushed themto the w ndow, was the

mai ns...and they were being drilled in that short tine frane
ahead of mning at that tine. The mne frane switched to the
north and that is the reason you are seeing that the rest of
these wells aren't going on to the east. W have scattered them
on out and going on the eighty acre...eighty acre center. But
the m ne frame changed on this one which is the reason there is
two wells here that was drilled before the m ne plan changed.

MARK SWARTZ: Well, to respond to your comrent, Sandy,

45. . .wel |, 36120B5C allows nultiple wells in drilling units
period. And ny recollectionis | would have to, you know, | have
got - - -.

SANDRA RI GGS: Based on the m ne plan.

MARK SWARTZ: Right. Right.

BENNY WAMPLER:  That is just what he put in. | think

t hat answers that.

MARK SWARTZ: In ny recollection, | would have to go

back and | ook at ny files, but I think we have done this before
and with frac---.

BENNY WAMPLER:  \Where you had a m ne plan, where you

had it introduced that you had a mne plan that was a

requi renent.
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MARK SWARTZ: And that is why they are where they are,

or the reason that C aude has just expressed. | guess, |
m sappr ehended where you com ng from

BENNY WAMPLER.  Now, we didn't have anything of record

that you had...that this was caused by mine plan, and that’s---.

MARK SWARTZ: | thought | asked Les that, but | may not

have.

BENNY WAMPLER: | f you did, | may have...| may have---.

SANDRA RIGGS: W usually have a m ne plan attached

that shows the long wall panels and where these units are | ocated
within the long wall panel, and that is mssing in this package.

MARK SWARTZ: The reason it is not here is because we

are not allocating under Cakwood I1. W wouldn't typically
submt that.

BENNY WAMPLER: Al right. Any other questions?

(No audi bl e response.)

BENNY WAMPLER: As to Unit X-36, do | have A

recommendation...a notion?

CLYDE KING M. Chairman, | nove we approve.

DENNI S GARBI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi ons?

(No audi bl e response.)
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BENNY WAMPLER. Al in favor signify by saying yes.

(Menbers signify by saying yes.)

BENNY WAMPLER: Opposed say no. As to unit identified

as W36, do | have a notion?

BILL HARRIS: M. Chairman, | nove for approval of

t hat .

BENNY WAMPLER: Mbtion to approve.

DENNI S GARBI S: | second it.

BENNY WAMPLER:  Mbtion and second, any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Menmbers signify by saying yes.)

BENNY WAMPLER.  Opposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next itemon the

agenda is a petition from Pocahontas Gas Partnership for pooling
of a coal bed nethane unit identified as Y-38. This is docket
nunmber VGOB-98-03/24-03...1 amsorry, 0630. W would ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Leslie Arrington. |If

there is no objection, I would again suggest that since we have
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got two stacked here with sone overlapping tracts, that maybe it
woul d make sense to call...also call item nunber---.

BENNY WAMPLER: Fifteen probably...Y-37---.

MARK SWARTZ: Twelve, Z-38. 1It’s the one right below

it. W could probably add sone others, but | think maybe doi ng
two rel ated woul d make sone sense.

BENNY WAMPLER:  Ckay.

DENNI S GARBI S: What about thirteen...that is right

bel ow t hat ?

MARK SWARTZ: That would be fine with ne as wel | .

What...do you nean---?

BILL HARRIS: Item--.

DENNI S GARBI S: l[temtwelve and thirteen, Z-38, AA-387?

MARK SWARTZ: R ght, right. That woul d nake sense as

wel | .

BENNY WAMPLER: |s that okay with everyone?

MAX LEWS: Z-38---.

BENNY WAMPLER: No. . .yeah, Z-38 and AA-38.

MAX LEW S: Yeabh.

BENNY WAMPLER.  Ckay, the...we will go ahead and cal

these other two units, identified as Z-38, docket nunmber VGOB-98-
03/ 24- 0634 and Double A or AA-38, docket nunmber VGOB-98-03/24-

0635. We would ask the parties that wish to address the Board in
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these matters to cone forward at this tine.

BENNY WAMPLER: Could you identify yourself for the

record, please?

JASON SHORT: | am Jason Short, with...one of the heirs

of Tom Short.

WALTER SHORT: | am Walter Short, one of the heirs of
Tom Short.

TOM SHORT: | am Tom Short.

DOROTHY KEEN. | am Dorothy Keen, | ama heir of Tom
Short.

ROBERT ROSE: | am Robert Rose. | own the property

close to them

HARCLD SHORT: | am Harold Short, one of the heirs of

Tom Short.

BENNY WAMPLER.  Are all of you that just identified

yoursel f, are you concerned about the unit AA-38, which is docket
nunber 0635, is that all of you...is that---.

WALTER SHORT: Ri ght.

JASON SHORT: vyes.

BENNY WAMPLER: | just want to make sure we zoomin on

t hat one when we get to it.

JASON SHORT: Ckay.

VWALTER SHORT: Ri ght .
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BENNY WAMPLER: All right, M. Swartz, you nmay proceed.

MARK SWARTZ: M. Arrington, | will remnd you are

still under oath, okay?

LESLIE K. ARRI NGTON:  Yes.

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MARK SWARTZ:

Q You need state your nane agai n?

A Leslie K Arrington.

Q Who do you work for?

A Consol .

Q Wth regard to (inaudible), did you provide

notice of the hearings in each instance?

A Yes, | did.
Q And how did you do that?
A By certified mail, return receipt. It was

mai | ed on February 20, 1998.

Q Wth regard to all three units?
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A

Q
mailing with the

A

Q
A
Q

Yes.

Ckay. And have you have filed certifications of
Board today?

Yes, | have.

Ckay. D dyou mail to the Short heirs?

Yes, | have.

And are...l would refer you to Exhibit B-3 in

unit AA-38. Does that indicate the person to whom you nuil ed

notice to the Tom Short heirs?

A

> O » O >» O

Q

Yes, | did...yes, it does.

And who was that?

Tonmy Short.

And did he sign for that mail?
Yes, he did.

On what date?

On February 23rd, 1998.

Did you al so provide notice by publication with

regard to these three units?

A

March 4, 1998.
Q
A

Yes, we did, in the Bluefield Daily Tel egraph on

The sane date of publication for all three?
Yes, it was.

Ckay. And have you filed a certificate fromthe
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Bluefield Daily Tel egraph of that publication with regard to each

of these units?
A
Q
Gakwood | units?
A
Q
from bel ow the Ti
A
Q

pr oposed?

o >» O > O >

start with Y-38,

A

Q

Yes, we have.

Okay. Are all three of these units eighty acre

Yes, they are.

And are they all for frac wells to produce gas
| I er Seanf

Yes, it is.

Ckay. Wth regard to Y-38, how many wells are

And AA- 387

One.

Okay. Do you have...well, let’s...let’s just
and I’'d refer you to the Exhibit A, page two.
Uh- huh.

Wth regard to the coal under Y-38, how nuch of

it do you have | eased?

A

Q

100 percent.

Wth regard to CBM | eases from coal owners, how
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much have you | eased?

A 100 percent.

Q Wth regard to CBM | eases fromoil and gas
owners, how nuch have you | eased?

A 91. 125 percent.

Q And what is the interest that is sought to be
pooled in Y-38 and the percentage of that interest?

A The interest is o0il and gas interest and it’s

8. 875 percent.

Q I'11 ask you the same questions with regard to
Z-38. First of all, how nuch coal is |eased?

A 100 percent.

Q What percentage of CBMrights fromcoal owners

have you | eased?

A 100 percent.

Q And what percentage of CBMrights fromoil and
gas owners have you | eased?

A 71.65...65 percent.

Q And what is it...what’s the interest and the
percentage that you’re attempting to pool in...with regard to Z-
38?

A It’s the o0il and gas interest and it’s 28.35

percent...28. 35 percent.
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Q Lastly, with regard to the AA-38 Unit, how nmuch
of the coal is |eased?

A 100 percent.

Q And what percentage of the CBM Ri ghts from coal
owners have you | eased?

A 100 percent.

Q And the | eases taken fromoil and gas owners
with regard to coal bed net hane are what percent?

A 93. 7875 percent.

Q And what is interest that you seek to pool and
the percentage of that interest?

A 6. 2125 percent of the gas interest.

Q In each of these packets, have you provided a

well cost estimte?

A Yes, we have.

Q And with regard to Y-38, what is the cost
estimate?

A Two hundred and forty-five thousand, seven

hundred and twenty-five dollars and seventy cents ($245, 725.70).
Q Wth regard to Z-38?
A Two hundred and si xty-one thousand, seven
hundred and ei ghty-eight dollars and fifty-two cents

(%261, 788.52).
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Q And | astly with regard to AA-38?
A Two hundred and fifty-four thousand, two hundred

and ninety-six dollars and twenty-ei ght cents ($254, 296. 28).

Q And those are costs for a well conpleted in
frac?

A Yes, it is.

Q And the...each one of those wells cost estimtes

in each file shows a total depth, does it not?
A Yes, it does.
Q Ckay, and did you prepare those estimtes in

each instance?

A Yes, | did.

Q And are those reasonable estinates of the cost?
A Yes, it is.

Q Is there...there is an Exhibit B-3 in each

application?
A Yes, it is.
Q And that again would identify the net acres of

t he unl eased owners or claimants in the unit?

A Yes, it does.

Q And it would also give a percentage of interest?
A Yes, it does.

Q And how i s that percentage cal cul ated?
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A The net acres divided by eighty gives you the
percent of interest within the unit.

Q Ckay. And for exanple, if you | ook at the AA-38
Unit with regard to the Tom Short heirs, they have 3.28 acres

within that unit?

A That’s correct.

Q And what is their interest in the unit?

A 4.1 percent.

Q In terns of a royalty interest...the royalty
allocated to this eighty acre unit, what will their interest in

the royalty be, the Tom Short heirs?

A It will be a conflicting interest.

Q | understand, but what percentage woul d that
conflict be?

A 4.1 percent.

Q Ckay. In the event that they were going to
participate, what percentage of the devel opnent cost woul d they
be required to pay into escrow?

A 4.1 percent of the cost of the well.
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Q Ckay. And in the event they elected to be
carry, that sane 4.1 percent would be relevant to their
carried interest?

A It woul d.

Q s there an Exhibit E in the packet with
regard to each of these three applications?

A Yes, it is.

Q And does that set forth a list of
conflicting owners and claimants that woul d require escrow?

A That’s correct, i1t would.

Q Wth regard to AA-38, are the Short heirs,
is their interest going to escrowed?

A Yes, it will be.

Q And the conflict there is with whont
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